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n 1997, the government of Mexico embarked on a new 
program aimed at alleviating extreme poverty in rural areas. 
Programa Nacional de Educacion, Salud, y Alimentacion 

(PROGRESA) adopts an integrated approach to combating the 
different causes of poverty. Its distinguishing characteristic is 
that cash benefits are targeted directly to households on the 
condition that they send their children to school and visit health 
centers on a regular basis. For Mexico, PROGRESA represents 
a significant change in the provision of social programs. The 
earlier anti-poverty program was a decentralized, community 
based, demand-driven program, which, though achieving a high 
profile, was susceptible to local political influences and not very 
effective at reaching the extremely poor. In contrast, under 
PROGRESA, rigorous methods are used to identify extremely 
poor households and assure objectivity in the selection process. 
 
Purpose of this Report 
This report evaluates PROGRESA’s targeting methods in light 
of revisions adopted regarding how households are selected to 
receive benefits. In June 1999, PROGRESA added new 
households to the list of beneficiaries through a process called 
"densification," since it was felt that the original selection 
method was biased against the elderly poor, who no longer lived 
with their children. As a result, the percentage of households 
classified as eligible for benefits increased from 52 to 78 percent 
of the sample. Given this large expansion, the authors felt it was 
imperative to reevaluate the targeting methods. 
 PROGRESA’s methodology consists of three stages: selection 
of localities, selection of beneficiary households within selected 
localities, and finalization of the list of beneficiaries after 
receiving feedback from the community assemblies about 
families incorrectly excluded or included. This report evaluates 
in detail the first two stages of the selection process, but not the 
third stage, as the number of households whose selection was 
disputed was so small. 
 
Methodology 
The evaluation is based on a 
framework consisting of three key 
elements: a social objective; a set of 
economic, political, and social 
constraints under which policy has to 
operate; and a range of instruments 
available to attain these objectives. Although PROGRESA has a 
number of interlinked objectives with respect to health, 
education, and nutrition, this study measures the benefits of 
PROGRESA’s targeting solely in terms of its potential impact 
on poverty alleviation. Even by limiting the objectives of 
PROGRESA to poverty alleviation, the analysis highlights that 
the relative efficiency of transfer schemes  depends on whether 
the government is concerned about the number of poor 

households as a percentage of the total population or the depth 
or severity of poverty among poor households. 
 Policy instruments for poverty alleviation range from uniform 
transfers that apply no selection criteria to other schemes 
involving more strict selection criteria. Each instrument has 
different costs and benefits. The primary benefit derived from 
targeting at the household level is that classifying households 
into those eligib le and ineligible for receiving benefits is a more 
effective way of using limited funds toward achieving the social 
objective. This, however, has a cost that, in PROGRESA’s case, 
is the cost of undertaking a household survey within all the 
localities selected as more likely to contain poor households. 
Such costs are taken into account by appropriately reducing the 
fixed budget available for poverty alleviation. 
 To determine how well PROGRESA’s targeting performs in 
terms of its objective after taking into account the costs and the 
financial and political constraints of achieving these objectives, 
the authors first evaluate PROGRESA’s accuracy in targeting 
both at the community level and at the household level. Second, 
they evaluate the performance of PROGRESA’s targeting in 
terms of its impact on poverty alleviation relative to other 
feasible methods and transfer schemes, assuming the same total 
budget. The first step is accomplished by comparing 
PROGRESA’s method to an alternative selection method based 
on household consumption. For the second task, the list of 
feasible alternatives includes uniform transfers that involve no 
targeting at all, targeting based on consumption, and geographic 
targeting. The costs associated with these different schemes 
affect the budget available for poverty alleviation. 
 The authors do not claim to be able to determine which 
households should be considered poor. Rather, they adopt an 
indicator, predicted household consumption, that they consider 
sensible for classifying households into eligible (poor) or non-
eligible (nonpoor). They estimate consumption for households 

contained in PROGRESA’s 
sample (beneficiaries and 
nonbeneficiaries), using the 
1996 ENIGH, and then 
assess the accuracy of 
PROGRESA’s targeting, 
using the concepts of 
undercoverage and leak-
age. 

 
Evaluation of PROGRESA’s Accuracy in Targeting Localities 
 The evaluation of the first step of PROGRESA is based on the 
set of localities with a marginality index. The ultimate test of 
how well the marginality index performs  is whether it is an 
effective method of identifying poor households. The 
restrictions imposed on localities for being candidates for 
selection based on the marginality index (e.g., access to a school  
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 or health center) are more than likely to have excluded localities 

where the poorest households may be located. The authors take 
the view that these restrictions are necessary to the operation of 
PROGRESA as it was conceived, and do not consider this latter 
aspect as much mistargeting as a consequence of the nature of 
the program. The evaluation consists of constructing a 
consumption-based criterion for identifying the localities where 
poor households are located and then contrasting it to the 
selection made by PROGRESA. 
 
Evaluation of PROGRESA’s Targeting in Terms of 
Beneficiaries 
 
Evaluation of PROGRESA’s targeting methods  
The authors conclude that PROGRESA’s marginality index 
performs quite well when contrasted to a consumption-based 
model of locality selection. The consumption-based model 
results in a more precise categorization of poverty, which 
implies that geographic targeting based on the marginality index 
is more likely to result in leakage rather than undercoverage. 
The fit between the two methods is particularly tight for the low 
and very high marginality categories, but is more diffuse in the 
middle categories. This suggests that the PROGRESA 
marginality index loses its power of distinction between medium 
marginality localities precisely at a time when PROGRESA is 
expanding into less marginal communities. This will introduce a 
measure of arbitrariness into the selection of these communities. 
 PROGRESA’s household selection method consists of three 
steps: (1) use income to perform a first and preliminary 
classification of households into poor and nonpoor; (2) perform 
discriminant analysis to incorporate other household 
characteristics into the determination of the poverty status of 
households; (3) finalize the list of beneficiaries after getting 
feedback from the community. The authors found that for their 
preferred 78th percentile poverty line, the undercoverage and 
leakage rates were approximately 16 percent. Thus, it appears 
that PROGRESA’s targeting better identifies extremely poor 
households but is more likely to err in identifying households 
that are moderately poor. This finding raises serious concerns 
about the use of PROGRESA’s current targeting method in less 
poor areas. 
 

Comparison to other targeting schemes 
The study also examines how serious PROGRESA’s targeting 
errors are in comparison to t hose of other schemes. The authors 
apply a weighting scheme that gives more importance to the 
undercoverage (leakage) of poorer (richer) households for three 
alternative transfer schemes: a uniform transfer, PROGRESA’s 
targeting, and locality-level targeting. The study concludes that 
PROGRESA’s targeting misses fewer extremely poor 
households in comparison to other schemes. Similarly, 
households that are included erroneously in the list of 
beneficiaries are closer to the poverty line than households 
included incorrectly by other methods. In short, PROGRESA’s 
errors of exclusion and inclusion are less serious than those 
occurring with other feasible schemes. 
 To complete the evaluation, the authors consider budgetary 
constraints and targeting costs. The cost of targeting at the 
household level is assumed to be the full cost of conducting a 
household survey. Conducting a number of simulations to 
compare the performance of PROGRESA’s targeting relative to 
other feasible targeting and transfer schemes assuming the same 
total budget, the authors find that PROGRESA’s targeting is the 
second most effective scheme to “perfect” targeting based on 
consumption. However, it should be noted that the reduction in 
the higher order measures of poverty accomplished by 
household targeting over and above those accomplished by 
simply including all the households in the locality is relatively 
small. 
 
Keywords: Mexico, education, human capital, poverty 
intervention 

 

 

 

 

 

 
The full text of this document and other FCND Discussion Papers are available on our Website 

(www.ifpri.org/divs/fcnd/dp.htm) or via B.McClafferty@cgiar.org 
 

 

 
FCND BRIEFS 

 
International 
Food 
Policy 
Research 
Institute 
 
 

2033 K Street, N.W. 
Washington, D.C. 20006 U.S.A. 
 

The errors of exclusion and inclusion that occur with 
PROGRESA’s targeting are less serious than those 
occurring with other feasible target and transfer 
schemes.–DP103 


